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WHY MANAGEMENT BY 
WALKING AROUND MIGHT 
BE INCREASING YOUR 
CULTURE RISK
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At a company directors’ business 
lunch recently, culture risk 
was hands down identified 
as the biggest over-the-
horizon risk for directors.

In answer to one of those cringe-
worthy questions from the floor, 
the CEO of a high profile public 
company talked of his strategy for 
keeping in touch with his national 
workforce of 2500+ people.

“ I make it a part of every trip I 
take to regional and city offices 
to walk around and talk to our 
people. That’s how I hear what’s 
going on. It keeps me in touch.” 

It’s simple: he asks and people 
tell him what’s going on.

That’s a lot of hands to shake 
for a busy CEO, a lot of “full and 
frank” feedback to take in.  
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school dogma. It’s embedded in 
organisational culture in different 
ways all around the world. 

And it’s one of several 
related business axioms that 
demand rethinking in a world 
where there’s no mercy for 
getting culture wrong. 

Just ask the CEO of 
United Airlines. 

It’s understandable that those 
whose jobs and esteemed 
reputations are on the line 
would seek out methods to 
connect them with the beating 
heart of their organisation. 

But this CEO (and MD) 
cited it  as the company’s 
chief strategy for managing 
their culture risk.

It might not be his only strategy, 
but he clearly put a lot of 
store in what he was being 
told from the “shop floor”.

Management By Walking 
Around (MBWA) has been a 
feel-good myth for management 
and boards for decades.

It’s a business school tenet 
– popularised by Tom Peters 
– but it’s not a concept that’s 
exclusive to Western business 

Corporate scandals haunt 
boardrooms and plump up 
D&O insurance in every free 
economy in the world.

But is MBWA still serving 
CEOs and directors as 

well as they think in an 
operating environment where 
failure to detect a cultural 
“arrhythmia” can have arresting 
consequences for executives, 
boards and shareholders?
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The remarkable post-war 
success of the Japanese 
economy, and its subsequent 
stagnation, paints a puzzling 
picture of the island nation. 

After having suffered three 
million dead and the loss of a 
quarter of its national wealth in 
WWII, the Pacific powerhouse 
had reinvented itself as the 
world’s second largest economy 
by the end of the 1980s. 

This ‘economic miracle’ was 
largely driven by a rapid 
conversion of its once militarized 
industrial base into a peacetime 
manufacturing Goliath. 

Innovative management styles 
contributed to this productivity, 
seen most famously in ‘The 
Toyota Way’ concept of ‘kaizen’ 
or continuous improvement. 

A necessary adjunct to kaizen 
is the concept of ‘gemba’.

Gemba is Japanese for the 
‘workplace’. In the words of 
honorary Toyota Chairman Fujio 
Cho, it is important to “Go see, ask 
why, show respect” at the gemba.

The “Gemba Walk” is designed 
to allow leaders to gain 
knowledge about the work 
status and build relationships 
with employees. The objective 
is to understand the value 
stream and its problems.

There can be no doubt that 
there are benefits from 

management walking – and 
being seen to walk – the shop 
floor. Leadership visibility in the 
workplace is a powerful symbol 
and goes some way to mitigating 
the risk of management 
elites and ‘ivory towers’.

Much of the value of the gemba 
walk rests on the assumption 
that root cause analysis of 
problems like waste and process 
inefficiency are both visible and 
aided by management proximity. 
Management By Walking 
Around enables that proximity.

It helped make Toyota ascendant 
in the global car manufacturing 
economy… until it didn’t.

CASE STUDY:  
THE DOUBLE-EDGED SWORD OF 
JAPAN’S COLLECTIVE DISCIPLINE
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In 2014, Toyota settled for 
$1.32bn a criminal case 
alleging the car maker 
misled US consumers about 
a defect that caused cars to 
accelerate even as the driver 
tried to slow them down.

And the cultural rot that enabled 
this to reach crisis point was 
not just isolated to Toyota. 

Four years ago, Toshiba was 
found to have concealed 
nearly $1.7bn in losses through 
accounting malpractices. One 
half of the 16-member board 
resigned in shame on receipt of 
an independent investigator’s 
report into the scandal. 

Then, just this year, Japanese 
auto parts supplier Takata 
admitted to a 15-year cover-
up of a deadly airbag defect, 
pleaded guilty to wire fraud and 
was forced to pay $1bn in fines. 

The investigative entrails of 
all of these scandals suggest a 
common thread of “collaborative 
deception”. The “conspiracy 
of silence” that is not so 
much a conspiracy as a tacit 
acceptance that the social 
consequences of defying group 
norms are considered greater 
than the consequences of any 
regulatory non-compliance.
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In Japanese culture, it’s 
unthinkable for employees to 
question their bosses or express 
disagreement, let alone forcibly 
object or protest. Lifelong 
employment in exchange for 
complete loyalty is the social 
contract Japanese society has 
respected in the post-war era.

The mechanical efficiency of a 
bee hive-like culture that works 
coherently, co-operatively and 
collectively is compelling, and 
Japan’s success in reinventing 
itself by marrying its militarism 
with its culture of conformity is 
as inspiring as it is unsettling.

Shih Hsin University researchers 
Tzu-hsiang Yu and Wei-Chun 
Wen argue that Japanese 
businesses often outperform 
comparably sized American and 
European companies, because an 
accord of agreement is quickly 
achieved, and once it has been, 
everyone pulls the same way.

But it’s the scandals that help 
answer the obvious question, 
at what cost? Would a Toyota 
tradesman have stopped the 
CEO in his tracks and shared 
their worries about quality 
control or the pressure of 
revenue targets? Not just 
unlikely, but inconceivable.

PAX REPUBLIC
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You need only look to the recent 
Volkswagen and Wells Fargo 
frauds to see that the West 
is just as much in the frame. 
But are western corporations 
any better protected?

We could cite that the West’s 
individualistic values run deep, 
and that the CEO of ‘WestCorp’ 
is more likely to cop a sharp 
dose of unadulterated truth 
than obsequiousness on their 
treks across the shop floor.

We could cite the greater 
diversity within workforces and 
boards that mitigates against 
the risks of ‘group think’.

We could point to the 
‘insurance’ of whistle blower 
protections (where they 
exist), the opportunity for the 
workforce ‘pulse’ survey to 
offer candid feedback and for 
independent auditors to detect 
corporate malfeasance.

But despite these measures, the 
stark reality is that unvarnished 
truth from the coalface is rare 
and certainly not uncomplicated 
in most large corporations, 
irrespective of their cultural roots 
or where they are domiciled. 

Even in the most professionally 
run companies, the barriers – 

psychological and organisational 
– to employee candour 
can quell all but the most 
persistent and assertive. 

Management By Walking 
Around has great symbolic 
power but as a way of keeping 
your ear to the ground and 
enabling the candour of your 
workforce, it’s delusionary.

So, just like the Emperor, 
that public company CEO is 
walking the shop floor naked, 
and nobody is telling him. 
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Contemporary risk management 
and the profession it spawned 
emerged quickly about 
20 years ago. Enterprise 
Risk Management systems 
rigorously monitor identified 
risks like a blue-light bleeping 
monitor in a cardiac ward.

But we are now in a (very) 
Volatile, Uncertain, Complex 
and Ambiguous operating 
environment, where if a 
business is like a truck driving 
at high speed, the slightest 
bump can be catastrophic. 

Here’s what’s changed to 
demand a more sophisticated 
approach to cultural risk. 

High velocity 
Putting aside likelihood for a 
moment, the consequences of 
not hearing about corruption, 
toxic sub-cultures, overly 
compliant cohorts, the full gamut 
of risks that only your workforce 
really knows about are far greater 
now than in any time in history.

The changes wrought by 
the ubiquitous uptake of 
technology – and its viral and 
virulent capacity to send news 
(and its alternatives) around 
the globe irretrievably in 
seconds – change everything 
in corporate risk management.

Ask Wells Fargo.  
Ask Toyota. 
Ask VW.

If successful leadership thrives 
on quality information, then 
cultural risk information must 
be a lot more reliable, a lot 
more comprehensive, and a 
lot more timely than ever before.

The shop floor has  
changed radically
Today’s companies are vastly 
different from the monolithic 
businesses of last century. 
Production and service delivery 
are through extensive supply 
chain networks, vast amounts 
of manufacturing have moved 
offshore, workforces are 
distributed across geographies. 
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The 19th century notion of 
the pick wielding miners at 
the “coal face” – while still 
resonating symbolically 
– carries limited meaning 
when business processes are 
predominately electronic.

What might be replacing the 
shop floor in today’s companies 
is the CEO “walking” a company’s 
enterprise social network. And 
it’s not a place for discursive, 
insightful conversation; not with 
the whole company “listening” in.

But whether the space 
being walked is physical or 
cyber, the same fallacy of 
employee candour persists. 

Employee candour 
remains complicated
Employee candour – and 
how it interfaces with the 
workplace environment – is 
central to both the Japanese 
and Western experiences. 

Like the Japanese, many 
Western cultures have complex 
mores around candour. 

For every employee who bails 
up the boss as they glad-
hand around the shop floor 
and “tells them how it is”, 
there are hundreds who keep 
quiet, or worse still, tell them 
it’s all okay, when it’s not.

Listening to a hand full of 
employees in their natural 
habitat might feel like it’s better 
than not listening at all. But such 
narrow listening carries with it 
considerable risk due to the false 
sense of security it can create.

The Millennial Meteor
With rise of the Millennial 
generation through company 
ranks, the hierarchical model of 
the corporation is under threat  
of a meteoritic extinction event.

The new workforce coming 
through to replace the Baby 
Boomers and Gen Xers just 
doesn’t want to take orders. 

Research company Randstad 
surveyed 4,000 Gen Z 
and Millennial workers. 

They found they have “an 
underlying desire to shape 
where they work; to make a 
contribution, to see that the 
role they play has a direct tie 
to a benefit in society…”.

So Millennial’s expectations 
of their work—and 
employers—are very high. 

The prize is waiting for the 
companies who understand that 
getting employee “voice” right can 
unleash huge productivity rewards.
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Success in capturing, the hopes, 
ideas, ambitions of this future 
workforce is what will separate 
the winners from the losers.

This democratizing of 
the workforces is the new 
pathway to  success. 

Surveys as de facto MBWA
New tools have given the concept 
of gemba and MBWA new scale.

The annual organisational health 
survey, pulse surveys and the 
ability to analyse mass sentiment 
through social networks do 
give broad insights and can 
detect a whiff of smoke from a 
cultural spot fire. Up to a point.

Surveys – mistaken for actual 
employee engagement by some 
B players – only get answers to 
the questions asked. They only 
get the honest replies that a 
good corporate culture permits.

And given that polling and 
consulting firm Gallup found 
only 13% of employees globally 
feel involved, enthusiastic 
and committed to their jobs 
(i.e. are “engaged”), too much 
reliance on what employees 
“tell” their boss through their 
workplace survey is misguided. 

Harvard Business Review cites 
the case of United Parcel Service 

that was hit by an employee 
strike just six months after 
receiving impressive results 
in their workforce survey. 

Somehow they “missed” that 
there was a kernel of angst 
over the impact of changes to 
part-time job conditions. Did the 
survey “forget” to ask, or did 
employees “forget” to respond?

Whistleblower Protection  
has a hole in it
Once-upon-a-time the safety 
valve of a whistleblower hotline 
was considered best practice 
in corporate governance.

But the accumulating examples 
of poor whistleblower practice 
have fouled its primacy.
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Take CommInsure. Medico 
whistleblower Dr Benjamin Koh 
blew the whistle internally but 
nothing happened. What he 
reported was dismissed as “bad 
apples”. So he went to the media.

British-born Michael Woodford 
was ousted as CEO of Olympus 
Corporation after exposing $2bn 
worth of dubious payments. 

These examples hang like a 
buckshot-ridden crow on a 
farm fenceline. A warning to 
anyone daring to be so brave 
as to blow the whistle.

Of course, the rights and wrongs 
are much murkier than media 

reports might suggest, but 
that’s the point. The “politics” 
of ratting on your company are 
complex, sensitive and fraught.
It’s high stakes for not just the 
company, but the individual, their 
team and other stakeholders such 
as customers and suppliers. 

And with the stakes so high 
for the whistleblower, there’s a 
huge disincentive in taking that 
decisive step because you don’t 
know if you’ll be hung out to dry. 
It’s easier just to find another job 
and leave the problem behind.

And for the corporation, the 
boiler is already at 98 degrees 

by the time someone takes the 
risk of blowing the whistle. 

Cultural risk management 
demands a far more 
sophisticated response by 
CEOs and boards wanting to 
protect the value they have 
worked so hard to build.

So, at the moment, there is 
a yawning information gulf 
between detecting the early 
signs of a reputational fire 
through survey and the 11th hour 
notice from a whistleblower’s 
Deep Throat revelations.

Conclusion
If ever there were a case for 
proactive intervention, this is it. 

The consequences of getting it 
wrong are far greater than ever 
before, and the likelihood of 
“crisis events” along with it.

The business-as-usual practice 
of issues management has 
changed into permanent crisis 
management because of the 
stark consequences created 
by the interconnected world of 
social media.



YOU CAN’T OPERATE A COMPANY  
IN PERMANENT CRISIS MANAGEMENT. 
IT’S TIME FOR ANOTHER EVOLUTIONARY 
STEP CHANGE. 
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Pax Republic builds 
technology to enable  
people to talk, listen,  
discuss, deliberate,  
negotiate and even  
agree.

With Pax’s combination of 
technology and people processes, 
any large enterprise can bring 
large numbers of people together 
to discuss and understand the 
ins and outs of complex issues.

Pax pairs the latest cognitive 
AI technology with the very 
smartest professional advisors 
to take transformative processes 
to a new level, and to help you 
unearth invaluable insights within 
your workforce and stakeholders.

Our key product is C-Sight, 
an anonymous workforce 
conversation platform. It is 
the missing control from your 
ERM framework that creates 
powerful new lead indicators 
of workplace culture risks.

Visit csight.io to learn more.
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